An economic incentive and institutional regime that provides good economic policies and institutions that permit efficient mobilization and allocation of resources and stimulate creativity and incentives for the efficient creation, dissemination, and use of existing knowledge. Educated and skilled workers who can continuously upgrade and adapt their skills to efficiently create and use knowledge. An effective innovation system of firms, research centres, universities, consultants, and other organizations that can keep up with the knowledge revolution and tap into the growing stock of global knowledge, assimilate and adapt it to local needs. A modern and adequate information infrastructure that can facilitate the effective communication, dissemination, and processing of information and knowledge. The Knowledge Economy framework thus asserts that investments in the four knowledge economy pillars are necessary for sustained creation, adoption, adaptation and use of knowledge in domestic economic production, which will consequently result in higher value added goods and services. This would tend to increase the probability of economic success, and hence economic development, in the current highly competitive and globalized world economy.
Comparison of V4 Countries with the use of Knowledge Assessment Methodology
The Knowledge Assessment Methodology (KAM) was designed by the World Bank Institute to proxy a country's preparedness to compete in the knowledge economy using more then 80 structural and qualitative variables. The comparison is undertaken for a group of 128 countries, which includes most of the OECD economies and more than 90 developing countries. To allow for a flexible crosscountry comparison, each variable is available in both actual and relative value (normalized on a scale from zero to ten relative to other countries in the comparison group.)
The unique strength of the KAM methodology is its cross-sectoral approach, allowing the user to take a holistic view of a wide range of relevant factors rather than just focusing on one area. The variables serve as proxies for the four pillars of the Knowledge Economy framework:
An economic and institutional regime to provide incentives for the efficient use of existing and new knowledge and the flourishing of entrepreneurship; An educated and skilled population to create, share, and use knowledge well; An efficient innovation system of firms, research centres, universities, consultants and other organizations to tap into the growing stock of global knowledge, assimilate and adapt it to local needs and create new technology; Information and communication technology to facilitate the effective creation, dissemination, and processing of information.
Several variables are included in the KAM that track the overall performance of an economy. These variables help to illustrate how well an economy is actually using knowledge for its overall economic and social development.
The KAM offers several pre-set display modes for the simple visual representations of a country's readiness for the Knowledge Economy. A country can be assessed and compared with others on the aggregate performance of each KE pillar or the overall Knowledge Economy and Knowledge indexes for 1995, together with the most recent available year. The KAM also makes possible customized country analysis and cross-country comparison on the indicators hand-picked by the user. This allows for capturing various aspects of a country's ability to generate, diffuse and apply knowledge for economic development.
The KAM Knowledge Index (KI) measures a country's ability to generate, adopt and diffuse knowledge. This is an indication of overall potential of knowledge development in a given country. Methodologically, the KI is the simple average of the normalized performance scores of a country or region on the key variables in three Knowledge Economy pillarseducation and human resources, the innovation system and information and communication technology (ICT).
The Knowledge Economy Index (KEI) takes into account whether the environment is conducive for knowledge to be used effectively for economic development. It is an aggregate index that represents the overall level of development of a country or region towards the Knowledge Economy. The KEI is calculated based on the average of the normalized performance scores of a country or region on all four pillars related to the knowledge economy -economic incentive and institutional regime, education and human resources, the innovation system and ICT.
For the purposes of calculating KI and KEI, each pillar is represented by three key variables: These three variables are available in two forms: scaled by population and in absolute values. Thus, both KI and KEI are also available in "weighted" and "unweighted" forms. In innovation, absolute size of resources matters, as there are strong economies of scale in the production of knowledge and because knowledge is not consumed in its use. The scorecard also presents two variables related to the overall economic and social performance.
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Overall Performance of Economy
Average Annual Gross Domestic Product (GDP) Growth, 1994 Growth, -98 and 2000 Growth, -2004 (%) (DDP). Annual GDP growth is a good indicator of a country's overall economic development. Human Development Index (HDI), 2003 (UNDP Human Development Report 2005 . HDI is a composite measure of three components: longevity (measured by life expectancy); knowledge (adult literacy rate and mean years of schooling); and standard of living (real GDP per capita in purchasing power parity). The HDI provides information on the human development aspect of economic growth.
The above comparison shows very much similar patterns for all countries in comparison. This can be most likely accounted to similar historical development of all four countries. Following comparisons focus in more details onto selected pillars of knowledge economy: innovation systems, education and ICT. To implement the Lisbon agenda, the European Union has embarked upon a series of actions and initiatives in the areas of research and education. One example is the European area of research and innovation, to achieve which fresh perspectives have been already opened up and, in this context, the objective to increase the European research and development drive to 3% of the Union's GDP by 2010. (EC, 2003) In the area of education and training, the following achievements are worth mentioning:
European Initiatives to Enhance Knowledge Economy
European area of lifelong learning, the implementation of the detailed work programme on the objectives of education and training systems, work to strengthen the convergence of higher education systems, in line with the Bologna process, and vocational training systems, in line with the Copenhagen declaration. The role of universities As Wiwczaroski writes, the "21st century will surely see an increasingly interdependent world"...and although "the Bologna Declaration sets out key tasks, the most challenging of which include the adoption of a common framework," many products of universities "are simply untranslatable in their present forms and contexts" (2005, 211 should be a major effort to achieve the core Bologna reforms by 2010 in all EU countries. These are: universality of the BA/MA/PhD structure; flexible, modernised curricula at all levels; and trustworthy quality assurance systems.
Learning for the Knowledge Society
Create real autonomy and accountability for universities. Member States should draw up a framework of rules and policy objectives for the higher education sector as a whole. Such rules would cover, for example, issues such as performance assessment, cost transparency, recruitment procedures, staff promotion mechanisms and tenure systems. Within this context universities should have the freedom and the responsibility to set their own missions, priorities and programmes in research, education and innovation; to decide on their own organisation and on the bodies necessary for their internal management and the representation of society's interests; to manage their own physical, financial and intellectual assets for research and education, their budgets (including fundraising) and their partnerships with academia and industry; to recruit and set the compensation rules for their permanent and temporary staff and to target their collective efforts towards institutional priorities in research, teaching and services. In doing so, universities need to accept that they are fully accountable to society as a whole for their results, including the cost-efficiency with which these are achieved. Member States should build up and reward management and leadership capacities within universities. The Commission suggests this could be done by establishing national bodies dedicated to university management and leadership training and using EU support to create strong linkages of them at European level.
Provide incentives for structured partnerships with the business community Member States should support universities to develop incentive mechanisms to improve the use of knowledge and the wider sharing of research results, including intellectual property rights, patents, licensing and the creation of innovative spin-offs. Universities should build up lasting partnership with the business community, in particular by working with local and regional partners (research laboratories, science parks, start-ups and SMEs), for example by creating "clusters for knowledge creation and transfer". Universities should also be encouraged to establish universityindustry research partnership offices at the interface between the two sectors. Provide the right skills and competencies for the labour market The current pressure for uniformity -or even conformity -in much national regulation for universities does not enable sufficiently differentiated programmes geared towards the needs of different types of learners and regional/local actors. Member States should value and reward diverse university profiles, including thorough differentiated regulatory and funding systems. Programmes should be designed to enhance the employability of graduates. Research candidates should have the opportunity to acquire skills in IPR management, communication, networking, entrepreneurship and team-work in addition to research techniques. While university education and research pursue much broader ethical, cultural and social goals than "employability" alone, labour market access should be used as one indicator, among many, of the quality of university performance. Universities will soon be faced with the consequences of an ageing population, with a dwindling potential pool of graduates. By providing more courses open to students at later stages of life, they will be better prepared to meet this challenge. Reduce the funding gap and make funding work harder in education and research There is a significant funding gap in Europe compared to its major competitors. In simple terms, to close the funding gap with the USA, Europe would need to spend -on average -an additional EUR 10,000 per higher education student per year. However, the bulk of this would need to come from non-public sources, i.e. from households, industry and donations. To tackle this gap, Member States should adopt the target that within a decade total funding for a modernised higher education sector should not be less than 2% of GDP. Universities will not be able to make their full contribution to growth and to the Lisbon strategy with less. 
